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MESSAGE FROM THE CHAIR 


In January 1992 I returned to the Ontario Energy Board after five years on 
various assignments with the Ontario government. At the time I left the 
Board in 1987, the natural gas industry had embarked on a process to 
facilitate the letter and intent of the Western Accord and the Agreement on 
Natural Gas Markets and Prices. During the years away from the Board, I 
observed with great interest the way in which the industry in general and 
the Board in particular met the challenges posed by deregulation. 

With deregulation, the forces of supply and demand resulted in the price 
of gas being substantially lower than it had been. In fact, despite the 
increases in utility operating costs, the overall cost of gas to the customers is 
not markedly different today from a decade ago. 

The increasing competitiveness of gas over other forms of energy has 
increased the need for gas utilities to make capital investments to adjust to 
the new demand. This fact largely explains why gas utilities have in recent 
years been appearing before the Board for review of their rates on an annual 
basis. I anticipate that this will continue to be the case for the foreseeable 
future. 

As the second half of the 1980s was marked as the ‘era of deregulation,’ 
the 1990s are shaping up to be the ‘green era.’ The issues of conservation, 
environmental concerns, and sustainable development will assume increas- 
ing significance, and the traditional role and practices of the utility may 
need to be modified. The challenge for the Board is to consider these forces 
in terms of the overall public interest and within the context of appropriate 
legislation, government policy, and regulatory practice. 

During the fiscal year, the Board initiated a process whereby public input 
is being sought to explore the area of integrated resource planning (IRP) for 
natural gas utilities and how such a concept can be incorporated into 
practice. The focal point of the discussion is expected to be whether existing 
regulatory practices act as a disincentive for utilities to embrace integrated 
resource planning and how any inherent conflicts that may exist in such 
practices can be resolved. Given the importance, complexity, and, no doubt, 
controversy of the subject, it is expected that the process will take some 
time to complete. 

Summaries of some of the more significant decisions issued during the 
fiscal year are presented in this Report. The diversified nature of these 
decisions illustrates the variety of skills required at the Board to deal effec- 
tively with these matters. The increasingly complex workload could not 
have been handled without the talent, expertise, and cooperation of our 
very dedicated Board members and staff. 

During the fiscal year the Board conducted its annual review of Ontario 
Hydro’s proposed bulk power rate increase for 1992 and made a number of 
recommendations to the government. It is worth noting that the issues of 
non-utility generation and energy management are increasingly taking 
more hearing time while the need to scrutinize other areas of the utility’s 
operations has not diminished. 

The Board also issued a number of decisions under the Intervenor 
Funding Project Act, a three-year pilot project. The Board is encouraged by 
the increased public participation in the hearing process made possible as a 
result of this legislation. In that regard, as part of a government review of 
the project, the Board responded to a request for input and recommended a 
number of changes directed mainly at making the intervenor funding 
process more efficient and effective. 


At the same time, the Board has been working towards reducing some of 
the uncertainty surrounding its treatment of cost awards, and towards 
reducing the time required to process these awards at the conclusion of a 
hearing. Revised policies and procedures are being considered which we 
hope will give financially restricted intervenors greater confidence in the 
cost award process when they weigh the need to apply to the Board for 
advance funding under the Intervenor Funding Project Act. 

In the continuing effort to streamline the regulatory process, a number of 
practices are being reviewed, and some are already being implemented. For 
example, the Board has recently used a two-year test period rate review 
process and a mechanism for alternative dispute resolution (ADR) whereby 
parties can resolve issues before a hearing commences. Although only in the 
development stage, early signs are that these procedures, if implemented 
properly, may limit actual hearing time and reduce costs. The Board is 
continually considering suggestions made to it by interested parties, includ- 
ing suggestions from a Board staff / Ontario Natural Gas Association com- 
mittee which meets on a regular basis. 

Changes in membership of the Board during the year include the depar- 
tures of Mrs. V.W. Bielski and Dr. R.M.R. Higgin. We appreciate the contri- 
butions these individuals made to the work of the Board, and we wish them 
well in their current endeavours. 

I would also like to recognize the previous Chair, Stephanie J. 
Wychowanec, for her role during her three-year term of office which ended 
in June 1991. Miss Wychowanec was appointed as Chair of the Board 
following a long and distinguished career in many key positions within the 
Ontario government. Her extensive experience was a valuable asset to the 
government and to the Board. I would also like to express my appreciation 
for the contribution of Mr. O.J. Cook in assuming the position of acting 
Chair for six months of the fiscal year and for his assistance to me after my 
appointment to this position. Mr. Cook was appointed Vice-Chair of the 
Board effective November 7, 1991. 

As I look to the future, the professionalism, competence, and dedication | 
observe in the Board’s membership and staff enhance my confidence that 
the responsibilities entrusted to the OEB will continue to be met with 
competence and fairness. 


eeker 


Marie C. Rounding 
Chair 


INTRODUCTION 


Ontario relies heavily on natural gas as an energy source and as a feedstock, 
primarily in the production of chemicals. Natural gas is the major fuel for all 
sectors of the economy except transportation, and it is the primary fuel used 
in heating space and water in the province. Indeed Ontario uses more 
natural gas than any other consuming province and accounts for approxi- 
mately 42 percent of the total demand for Canadian natural gas. Natural gas 
provides approximately 32 percent of the energy consumed in the province, — 
while electricity provides about 19 percent. Liquid fuels (oil and natural gas 
liquids), coal, and wood provide the balance of Ontario’s energy consump- 
tion. 

The Ontario Energy Board regulates the natural gas industry through the 
setting of rates, authorizing the construction of transmission lines, and 
approving franchise agreements. The Board also advises the Minister of 
Energy on general matters relating to the natural gas industry, as well as 
matters relating to Ontario Hydro. In all its considerations, the Board 
endeavours to ensure that rates are fair, that supply is secure, and that the 
public interest is upheld. 

The report that follows outlines the Board’s mandate and its role and 
responsibilities in fulfilling that mandate. It provides a tabular listing of all 
the Board’s activities over the past year ended March 31, 1992, and discusses 
some of these activities briefly. 


MANDATE 


The Ontario Energy Board was formed in 1960 to provide an impartial 
formal mechanism for regulating specific aspects of Ontario’s natural gas 
industry. In 1974 the government extended the Board’s mandate to include 
annual reviews of changes in Ontario Hydro’s bulk power rates. In addition 
to its regulatory responsibilities, the Board, when requested in references 
from the Lieutenant Governor in Council, the Minister of Energy, or the 
Minister of Natural Resources, will advise on matters relating to energy. In 
all its activities, the primary objective of the Ontario Energy Board is to 
ensure that the public interest is served and protected. 

Most of the Board’s responsibilities stem from legislation as set out 
primarily in the Ontario Energy Board Act. In addition, six other statutes 
give jurisdiction to the Board: 


e the Municipal Franchises Act 

¢ the Petroleum Resources Act 

e the Public Utilities Act 

¢ the Assessment Act 

e the Toronto District Heating Corporation Act 
¢ the Intervenor Funding Project Act 


The Intervenor Funding Project Act was proclaimed on April 1, 1989, by 
the Lieutenant Governor in Council. As a three-year pilot project, the act 
establishes a procedure to provide for advance funding to intervenors in 
proceedings before a number of boards, including the Ontario Energy Board. 
It sets out specific criteria which the funding panel, established under the 
Act, must consider in deciding whether to award funding to an intervenor. 

The Board’s procedures are governed by the Statutory Powers Procedure 
Act and the Board’s own draft Rules of Practice and Procedure. 


Board members on March 31, 1992, 
from left to right, back row: 

R.R. Perdue, Carl A. Wolf Jr, 
C.W.W. Darling, Vice-chair O.J. Cook; 
front row: Judith C. Allan, 

Chair Marie C. Rounding, 
Pamela W. Chapple 


ROLE AND RESPONSIBILITIES 


Setting Rates for Natural Gas 

Each natural gas utility sells and transports gas in franchised areas of the 
province. Competition now exists in the supply of energy: buyers may 
purchase gas directly from producers or from the distributors, or they may 
turn to other sources of energy. Since the transportation of gas involves an 
extensive network of pipelines and storage facilities, a monopoly arrange- 
ment is most efficient; it avoids duplication of facilities and the cost in- 
creases that would otherwise result. 

In Ontario, rates for the sale of gas must be approved by the Board. Gas 
distributors are required by legislation to submit their proposed rates to the 
Board for review and approval. Rates for each utility are set following a 
public hearing, and a major rate hearing lasts approximately three to four 
weeks. 

Rates vary among classes of customers: residential, commercial, and 
industrial. In setting rates, the Board’s objective is to reflect the costs 
imposed on the system by the varying demands of different classes of 
customers. Residential demand for natural gas as a heating fuel, for exam- 
ple, changes according to the weather and the time of day. As a result, it 
costs more on a per unit basis to provide service to residential users than to 
industrial customers, which use relatively large amounts of gas at a more 
constant level. 

In setting rates, the Board tries to strike a balance between the prices to 
be paid by customers and the rate of return which shareholders of the 
utilities are allowed to earn on their investment. Rates are to be just and 
reasonable for both customer and shareholder. In making its decisions, the 
Board considers past, present, and projected expenses, along with current 
and forecast economic conditions and trends and the earnings expectations 
of the utility’s investors. 

The Board may grant interim rate relief to either company or customers 
in cases where significant changes in a utility’s costs or revenues have 
occurred or will occur. In such cases, an interim rate hearing may be held, 


which usually takes one or two days. Interim rates are subject to revision 
and are not final until the main rates application is completed and the 
Board has issued its Decision and Order. 

As well as ensuring that utilities charge reasonable rates, the Board also 
must consider, as part of the rate hearings, the quality of service the utility 
provides. 


The Consumers’ Gas Company Ltd. (Consumers Gas) is Canada’s 
largest natural gas distribution utility serving approximately 1,090,000 
residential, commercial, and industrial customers in southern, central, and 
eastern Ontario. Through affiliated companies not regulated by the Board, 
Consumers Gas also supplies western Quebec and northern New York State. 
At its year end on September 30, 1991, Consumers Gas’ rate base was $1.689 
billion. During that year Consumers Gas’ total throughput was 9.8 billion 
cubic metres, with total revenues of $1.563 billion. Consumers Gas is 
wholly owned by British Gas ple. 


Union Gas Limited (Union) is the second largest gas distributor in 
Ontario, serving customers in southwestern Ontario. It also operates a 
network of transmission pipeline, storage, and compression facilities for 
customers and other utilities in eastern Ontario and Quebec. As of March 
31, 1992, Union’s rate base was approximately $1.5 billion. It served over 
632,500 residential, commercial, and industrial customers, generating a 
total system throughput of 21.2 billion cubic metres for fiscal 1992, which 
includes gas transported for other utilities. Total volumes of gas delivered to 
Union’s distribution customers (which includes both sales and transporta- 
tion only customers) was 7.8 billion cubic metres. Total revenue for Union 
in fiscal 1992 was $1.3 billion. 


Centra Gas Ontario Inc. (Centra) serves approximately 118 communi- 
ties in northwestern, northern, and eastern Ontario. Its natural gas distribu- 
tion system comprises approximately 6,870 kilometres of pipeline originat- 
ing at more than 84 delivery points on the TransCanada PipeLines Limited 
(TCPL) transmission system. The Centra system is composed of a series of 
laterals running off the TCPL system as the latter crosses Ontario, starting at 
Kenora and extending to Lake Ontario and the St. Lawrence River. As of 
December 31, 1991, Centra’s average rate base was over $487 million. . 
Serving approximately 190,100 customers, Centra’s system throughput 
totalled 3.733 billion cubic metres. Centra’s total revenue in fiscal 1991 was 
some $476 million. 


Natural Resource Gas Limited (NRG) is a small utility serving 2,348 
customers in the Aylmer area. As of September 30, 1991, NRG’s average rate 
base was $4.052 million and total gas sales were 12.681 million cubic 
metres. The company generated approximately $3.634 million of revenue in 
its 1991 fiscal year. 


Tecumseh Gas Storage Limited (Tecumseh) is a gas storage company 
operating in southwestern Ontario which is wholly owned by Consumers 
Gas. Consumers Gas is also the sole operator of the company. In its fiscal 
1992 year Tecumseh generated approximately $19.5 million in revenue. 
Tecumseh’s only customers are Union and Consumers Gas. 


Reviewing Ontario Hydro Rates 

Ontario Hydro’s bulk power rates (wholesale rates for municipalities and 
certain industrial customers) are set by Ontario Hydro’s own board of 
directors. However, Ontario Hydro is required to submit any proposed 
change in its rates to the Minister of Energy, who then refers the proposal to 
the Board, along with full technical information and financial data. After a 
public hearing, which usually begins in late May or early June and runs for 
about four weeks, the Board submits its report with recommendations to the 
Minister of Energy on or before August 31 each year. The Board’s role is an 
advisory one and its recommendations are not binding on Ontario Hydro. 


Ontario Hydro is the province’s largest crown corporation. As of Decem- 
ber 31, 1991, Ontario Hydro had assets of $43.24 billion. It served, at that 
date, more than 3.7 million customers directly and indirectly, over 86 
percent being residential. Provincial sales of 130,964 GWh and export sales 
of 2,123 GWh produced revenue of $7.1 billion in fiscal 1991. 


References and Generic Hearings 

The Lieutenant Governor in Council, the Minister of Energy, or the Minister 
of Natural Resources may refer a matter to the Board for a public hearing 
and report. These references normally concern energy-related matters and 
generally attract widespread public interest. The Board’s reports are advisory 
in nature. 

In addition, changes in ownership of utilities may be referred to the 
Board for a hearing and report. The leave of the Lieutenant Governor in 
Council is required when a utility wishes to sell its assets or amalgamate 
with another utility, and when any person wishes to acquire shares of a 
utility to the extent that more than 20 percent of any class of shares 
changes ownership. The Board may recommend exemption from a hearing 
or may hold a hearing and submit its report and recommendations to the 
Lieutenant Governor in Council. 
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The Board may also hold generic hearings on its own initiative on 
matters under its jurisdiction. Such hearings are usually held in response to 
an emerging trend or an area of growing interest or concern, and deal with a 
subject in a broader context than issue-specific hearings. 


Ontario Hydro transports a heavy 
transformer from Douglas Point nuclear 
generating station to Palmerston. 


Approval of Facilities . 

Utilities wishing to construct a transmission line for natural gas in Ontario 
must obtain Board approval. In addition, all construction proposals are 
reviewed by the Ontario Pipeline Coordination Committee (OPCC), an 
interministerial committee concerned with the environmental and safety 
aspects of pipeline construction. The OPCC is chaired by a staff member of 
the Board, and it includes representatives from the ministries of Agriculture 
and Food, Energy, Environment, Consumer and Commercial Relations, 
Natural Resources, Culture and Communications, Municipal Affairs, and 
Transportation. Other regional agencies, with which the natural gas utilities 
consult in the early stages of their planning, are also represented as required. 

The OPCC tries to ensure that the construction of pipelines does not 
have any long-term negative effect on the environment and that the short- 
term impact during construction is minimized. With these objectives in 
mind, each proposal is reviewed, alternative routes or sites are considered, 
and issues are resolved before formal application for leave to construct is 
filed with the Board. 

When a utility applies to the Board for approval, the Board assesses 
whether the construction is in the public interest, considering safety, 
economic feasibility, community benefits, security of supply, benefits for 
the utility, and environmental impact. The Ontario Energy Board’s Environ- 
mental Guidelines for Locating, Constructing, and Operating Hydrocarbon 
Pipelines in Ontario set out its requirements. The Environmental Guidelines 
were developed in concert with provincial ministries and agencies whose 
mandates are affected by pipeline construction. Finalized and distributed in 
January 1989, the Environmental Guidelines incorporate the latest standards 


Carolyn Parkes, file/information clerk, 

Wilfred Teper, deputy energy returns 

officer, and Kathleen John, secretary, 
in the records room 


and mitigation practices of each of the ministries. They also provide for 
greater public participation in the planning process for pipeline construc- 
tion. 

When a project is approved, the Board issues an order for leave to 
construct. The Board also grants the authority to expropriate land for 
transmission pipelines and related facilities and authorizes any pipeline 
crossings of highways, utility lines, and ditches. 


Approval of Franchise Agreements 

Each municipality may grant to a gas utility the right to provide gas service 
and use road allowances in the municipality. A prerequisite to the munici- 
pal by-law granting the franchise is the Board’s approval of the terms and 
conditions of the franchise agreement. 

Many of the existing agreements which have been in place for thirty 
years or more are expiring. Negotiating a new agreement can be a lengthy 
and complex process. In 1985 the Municipal Franchise Committee was 
formed to develop a model franchise agreement which could be used as the 
basis for all new and renewed agreements. The model agreement came into 
effect in 1988 and sets out standard conditions for gas distribution, the use 
of road allowances, construction approvals, and procedures for restoring 
lands after construction. 


Certificates of Public Convenience and Necessity 

No person is allowed to construct any works to supply gas in a municipality 
without Board approval. The approval, in the form of a certificate, is not 
given unless public convenience and necessity appear to support approval. 


Natural Gas Storage 

Vital to the natural gas distribution system in Ontario is the capacity to 
store gas. Gas storage pools therefore represent a natural resource of eco- 
nomic significance to the province. The main storage sites are depleted gas 
pools in southwestern Ontario. Gas stored in these storage pools is used by 
transmitters and distributors to meet fluctuating demand and to draw on in 
case of emergency. Gas is normally injected into storage during the summer 
months when demand is low, to be withdrawn in high-consumption 
periods during the winter. This balancing of load makes it possible for the 
transmission system from western Canada to operate efficiently. 

Gas may not be injected into any geological formation unless it is a 
designated gas storage area, described in Regulation 700, Revised Regula- 
tions of Ontario, 1980, under the Ontario Energy Board Act. In reviewing 
applications for the use of such areas, the Board considers the geology of the 
pool, its suitability, the appropriate boundary of the area to be designated, 
the applicants’ rights to use the storage capacity, the need for it, and the 
economic viability of developing the storage pool. The Board recommends 
to the Lieutenant Governor in Council gas storage areas to be designated, 
authorizes their use, and, in cases where the applicants and landowners 
have not reached agreement, determines the compensation payable to 
landowners under whose lands the storage pools are situated. 

Applications for drilling permits for wells within a designated gas storage 
area must be referred to the Board for consideration by the Minister of 
Natural Resources, whose ministry issues the permits. If the applicant is the 
authorized operator of the gas storage area, the Board has discretion as to 
how to process the application before reporting to the Minister. If the 
applicant is not the authorized operator, the Board must proceed by way of 
a public hearing. 


Applications to inject fluid and to pressurize a geological formation also 
require a permit from the Ministry of Natural Resources. If the injection well 
is within 1.6 kilometres of a designated gas storage area, the Minister is 
required by the Petroleum Resources Act to seek a report from the Board. 

The Board regulates the joining of the various interests within a spacing 
unit, field, or pool for the purpose of drilling or operating gas or oil wells, 
the designation of management, and the apportioning of the cost and 
benefits of such drilling or operation. 


Other Matters 

Natural gas utilities must conform to the uniform system of accounts as 
prescribed by the Board. No change in accounting methods may take place 
without the Board’s approval. The Board is continuing its first significant 
review and upgrading of the regulation which prescribes the classification of 
accounting since it was made under the Ontario Energy Board Act in 1966. 

The Board receives information regularly from natural gas utilities 
regarding financial operations and performance. If a utility is earning either 
too little or too much compared with its allowed rate of return, the Board’s 
Energy Returns Officer and his or her staff may conduct a special investiga- 
tion. The Board may, on its own motion, require a utility to appear before it 
to explain its earnings and, if necessary, review the rates. 

The nature of public utilities changes along with the economic and social 
environment in which they operate. Accordingly, it is appropriate that the 
Board continually review legislation relating to public utilities and, if 
necessary, propose amendments. 

The Board, through discussion and cooperation with the utilities and 
other parties, has implemented various new procedures to make the hearing 
process more efficient and effective. These efforts include introduction of a 
two-year test period rate review process, the use of mechanisms for alterna- 
tive dispute resolution (ADR), and standardized pre-filing requirements. As 
well, the Board has consulted those parties involved in the integrated 
resource planning (IRP) for natural gas utilities in order to identify the 
relevant issues. The Board will endeavour to solicit additional public input 
to further its objectives of an efficient and effective hearing process. 


Ena Petersen-Trajkov and 
Carolyn Martin, two members 
of the support staff 
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FINANCIAL AND ADMINISTRATIVE STRUCTURE 
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The Ontario Energy Board is a Schedule 1 Regulatory Agency. This means 
that it is funded out of the consolidated revenue fund and is subject to all 
the administrative policies established by the Government of Ontario 
through Management Board of Cabinet. The Board submits its budget to its 
responsible ministry, the Ministry of Energy, for consolidation with the 
ministry’s estimates, in which form they are presented to Management 
Board for approval and subsequently to the Legislature. The details of the 
Board’s financial data for its fiscal year ended March 31, 1992, follow. 
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The Ontario Energy Board Act authorizes the Board to recover its costs by 
charging an appropriate portion of these costs to the utilities involved in 
Board hearings and related activities. Following a hearing, the Board issues a 
cost order to the utility concerned. This represents payment towards costs 
incurred by the Board and also, when ordered, those incurred by the 
intervenors. The amount to be paid to the Board includes out-of-pocket and 
direct expenses attributable to a specific hearing, as well as a contribution 


towards the Board’s fixed costs, including overhead and payroll. 


In fiscal 1991-92, the Board operated with an approved budget of $6.1 
million. Of this amount, 85 percent will be recovered in due course by 


means of cost orders issued to utilities. 


Program: Ontario Energy Board 
Vote/Item: 1404-1 


1991-92 Estimates, by Standard Account 


Salaries and wages 

Employee benefits 

Transportation and communication 
Services 

Supplies and equipment 


Total for Ontario Energy Board Program 


1991-92 Spending Analysis 


2,698,500 
519,400 
284,400 

2,249,200 


392,100 
6,143,600 


1991/92 Estimates 
_Less 1991/92 expenditures 
Total underspending 

Less Treasury Board offsets 


Adjusted underspending . 
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6,143,600 


4,671,219 


1,472,381 


19,700 
1,452,681 


Shamin Lila, financial assistant, 
processing invoices 


| THE PUBLIC HEARING PROCESS 


Public hearings provide an essential mechanism with which the Ontario 
Energy Board can carry out its mandate. Public hearings also provide a 
forum for groups or individuals, who may be affected by the Board’s deci- 
sions and reports, to express their concerns. Such public participation helps 
to ensure that the Board, in reaching a decision, will be informed and will 
-consider a wide variety of views and interests. The hearing process includes 
twelve steps. 


1 Initiation 
The hearing process begins: 


¢ upon receipt of an application; or 

* upon receipt of a reference from the Lieutenant Governor in Council, the 
Minister of Energy, or the Minister of Natural Resources; or 

® upon notice from the Board that it will initiate proceedings to consider a 
matter under its jurisdiction. 


2 Notice of Application 
Applicants are required to serve the Board’s notice of the application on all 
affected parties and interested public groups. If the Board itself has initiated 
a hearing, it will serve the notice. For a major rate case, a natural gas utility 
will usually publish notices of its application in regional daily newspapers. 
When an application affects people residing in certain government- 
designated areas, all notices also must be published in French in French- 
language newspapers. A notice must appear in a French weekly newspaper if 
no French daily newspaper is published in the area. 


3 Interventions 

Interested groups or individuals wishing to participate in the hearing are 
referred to as intervenors. To ensure their eligibility to participate in the 
hearing, they must file an intervention which explains their reasons for 
wishing to take part. . 

Prior to 1989 participants could request costs for their participation at the 
conclusion of the hearing. On April 1, 1989, the Intervenor Funding Project 
Act went into effect. It established a procedure that allows intervenors to 
apply for advanced funding before the hearing begins. A funding panel 
appointed by the Board decides on the eligibility of applicants for intervenor 
funding and the amount of each award. Participants may, as before, con- 
tinue to ask for costs at the conclusion of the hearing. 


4 Notice of Hearing 

Once the Board has determined the scope and the nature of the hearing, it 
directs the applicant to serve notice of the time and place of the hearing on 
all parties who have intervened. 


5 Pre-Hearing Documentation 

To allow sufficient time for all parties to review information pertaining to 
the application, the applicant must file evidence in support of its application 
two to three months before the hearing begins. Board staff and intervening 
parties may also seek additional information by way of written interrogato- 
ries. These interrogatories are answered by the utility before the hearing 
commences. Board staff and intervenors may also submit their own evidence 
to support a specific position in the hearing related to the application. 
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In the case of applications for the construction of pipelines, which are 
reviewed by the Ontario Pipeline Coordination Committee, the normal 
requirements of pre-filed evidence would include route selection and 
environmental impact studies. 


6 Procedural Orders 

The Board may issue procedural orders specific to the case. Such orders may 
set the date for a hearing, for example, or contain deadline dates for com- 
pleting certain procedural matters such as the filing of supporting evidence, 
interrogatories, and answers thereto. Procedural orders may also set forth a 
list of the issues to be dealt with at the hearings. 


7 Alternative Dispute Resolution 

During the fiscal year, parties make use of pre-hearing meetings or technical 
conferences to develop lists of proposed issues as well as to negotiate 
proposed settlements on issues. These proposals are put to the Board for its 
consideration before the taking of oral evidence. The Board considers these 
“settlements” and the evidence supporting them in its findings on the 
issues. 


8 Issues Day/Procedural Meeting 

Before the hearing of evidence commences, the Board panel may hear 
submissions on procedural matters, a proposed issues list, a proposed 
settlement of issues, and the general approach to the hearing. 


9 The Hearing 
The Board ensures that sufficient evidence is presented, tested, and put on 
the record, so that an informed decision can be made. The applicant 
presents its case first, through written evidence and the presentation of 
witnesses. Intervenors and counsel to Board staff then question these 
witnesses, and may present witnesses of their own. These witnesses may be 
cross-examined by the applicant or by the other intervenors. When all 
evidence has been received, each party may offer a summation in the form 
of written or oral argument as directed by the Board. 

The pre-filed evidence, arguments, and transcripts of the hearing are 
matters of public record and are available at the Board office in Toronto. 


10 Board Decisions/Reports 

Depending on whether the hearing was a result of a reference, an applica- 
tion, or a notice from the Board, the Board summarizes its deliberations in a 
document referred to as a Report, or a Decision with Reasons. These docu- 
ments discuss the issues and arguments raised in the hearing, and contain 
the Board’s recommendations or findings and the reasons that underlie 
them. Depending on. the complexity of the case, the document will appear a 
few weeks or months after a hearing. Copies of the document are available 
from the Ontario Government Bookstore, 800 Bay Street, Toronto, upon 
payment of a modest prescribed fee. Persons involved in the hearing receive 
copies of the document from the Board. 

In most cases referred to it by the Lieutenant Governor in Council, the 
Minister of Energy, or the Minister of Natural Resources, the Board’s recom- 
mendations are not binding. The appropriate minister or the Lieutenant 
Governor in Council decides whether the recommendations should be 
implemented. In the case of references from the Minister of Natural Re- 
sources with respect to drilling permits, however, the recommendations are 
binding upon the minister. 
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11 Board Order 
A Board Order is a legal document which directs the implementation of a 
Board Decision and is binding on the parties named. 


12 Review and Appeal 
A Decision or Order of the Board may be appealed by: 


° applying to the Board requesting that it rescind or vary its Order; 

* petitioning the Lieutenant Governor in Council; 

° appealing an Order to the Divisional Court upon a question of law or 
jurisdiction; 

* applying to the Divisional Court for judicial review of a Board 
Decision. 


Trenching operations on 
Consumers Gas’ Mississauga 
southern link line 
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REVIEW OF ACTIVITIES 


All proceedings arising from applications and references received or initiated 
by the Board during the fiscal year ended March 31, 1992, are listed below. 
Also included are proceedings arising in earlier years and dealt with by the 
Board in the 1992 fiscal year. 


Case Type File Number Applicant Case Description 

Natural Gas Rates Applications 

EBRO B92 Wellandport Gas Fiscal year 1992 rates 

EBRO 461 Algoma Steel Special rate — Centra 

EBRO 466 Tecumseh Fiscal year 1991 rates 

EBRO 467 Centra Fiscal year 1991 rates 

EBRO 47] Canadian Pacific Forest Products Special rate - Centra 

EBRO 473 Consumers Gas Fiscal year 1992 rates 

EBRO 474 Centra Fiscal year 1992 rates 

EBRO 475* Domtar Inc. Special rate — Centra 

EBRO 476-01 Union Interim rates — Fiscal year 1993 
EBRO 476* Union Fiscal year 1993 and 1994 rates 
EBRO 477* Cardinal Power Special rate — Centra 

EBRO 478* Union Dow-Sarnia block ‘A’ pool storage rate 
EBRO 479* Consumers Gas Fiscal year 1993 rates 


Reference from the Minister of Energy Regarding Ontario Hydro 
HR 20 Ontario Hydro Bulk power rates — Fiscal year 1992 


Generic Hearing 
EBO 169 Board’s own motion Gas integrated resource planning 


Pipeline Construction and Expropriations 


EBLO 231 Consumers Gas Town of Deep River 

EBLO 238 Consumers Gas Mississauga southern link line 

EBLO 239 Union Dow-Sarnia block ‘A’ storage development 
EBLO 240* Union 1992 Trafalgar facilities expansion 

EBLO 241* Consumers Gas Metro West reinforcement pipeline 

EBLO 242* Cardinal Power Village of Cardinal 

EBLO 243* Union Edys Mills storage pool 

New Franchises and Certificates of Public Convenience and Necessity 

EBA 591 / EBC 193 Consumers Gas Township of Rolph, Buchanan, Wylie, and McKay 
EBA 592 / EBC 194 Consumers Gas Town of Deep River 

EBA 595 / EBC 195 Consumers Gas Village of Lakefield 

EBA 627 / EBC 198* Cardinal Power Village of Cardinal 

EBA 628 / EBC 199* Centra Township of Beardmore 

Franchise Renewals 

EBA 607 Union Township of Glanbrook 

EBA 608 Union ~ Regional Municipality of Haldimand Norfolk 
EBA 609 Union Town of Haldimand 

EBA 610 Union Township of Norfolk 

EBA 611 Union Township of Woolwich 


*cases pending as of March 31, 1992 
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Case Description 


Township of Delhi 

Town of Dunnville 

City of Brantford 

City of Nanticoke 

Town of Simcoe 

Town of Ancaster 

City of Stoney Creek 
Township of Glackmeyer 
Township of Coleman 

Town of Harrow 

Township of Colchester North 
Township of Colchester South 
Township of Dymond 
Township of South West Oxford 
Township of Enniskillen 


Case Type File Number Applicant 
Franchise Renewals (cont'd) 

EBA 612 Union 

EBA 613 Union 

EBA 614 Union 

EBA 615 Union 

EBA 616 Union 

EBA 617 Union 

EBA 618 Union 

EBA 619 Centra 

EBA 620 Centra 

EBA 621 Union 

EBA 622 Union 

EBA 623 Union 

EBA 624 Centra 

EBA 625 Union 

EBA 626 Union 

Other Reports 

EBO 171 Consumers Gas 
EBO W/Z Union 

EBO 173* Consumers Gas 
EBO 174* Union 

Report to the Minister of Natural Resources on Permits to Drill Wells 
EBRM 101 Union 

EBRM 103* Union 


Pipeline Exemptions 
PL 78* Consumers Gas 


Uniform Accounting Orders 


Acquisition of Imperial Oil’s holdings in 
Tecumseh and other related assets 
Designation of the Dow Sarnia storage pool — 
authorities 

Tecumseh and Consumers Gas amalgamation 
Edys Mills pool — designation and authority 


Dow-Sarnia block ‘A’ pool development 
Edys Mills pool 


Oshawa - Pickering line 


Deferral account — Algoma Steel Corporation 
accounts receivable 
Revisions to minimum plant rule 


UA 87 Centra 

UA 88 Centra 
Approvals under Current Undertakings 

EBRLG 28-B Union 

EBRLG 23-G Union 

EBRLG 34-02 Centra 

EBRLG 35-05 Consumers Gas 
EBRLG 35-06 Consumers Gas 
EBRLG 35-07 Consumers Gas 
EBRLG 35-08* Consumers Gas 
EBRLG 35-09* Consumers Gas 


1991 Part VI.1 tax liability transfer — 

Union Energy Inc. 

1992 Part VI.1 tax liability transfer — 

Union Energy Inc. 

Loan to employee-owned company 

Acquisition of Imperial Oil’s holdings in Tecumseh 
and related assets 

Affiliate transaction — comprehensive insurance 
proposal — British Gas Insurance Company Limited 
Affiliate transaction — Rose Technology Limited 
Affiliate transaction — management services 
Affiliate transaction — Telesis Oil & Gas 


*cases pending as of March 31, 1992 
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Technical advisors Randy Pugh 
and Paul Vlahos 


The report that follows summarizes the more significant activities of the 
Board during the period April 1, 1991, to March 31, 1992. 


NATURAL GAS RATES APPLICATIONS 


Wellandport Gas Company Limited 


Main Rates Application — Fiscal 1992 EBRO 392 

Since its original application, dated November 18, 1982, the rates of 
Wellandport Gas Company Limited (Wellandport) have been approved by 
the Board from year to year on an interim basis without a hearing. The last 
such approval was granted by interim Board Order EBRO 392-9, dated 
March 28, 1991, extending the then-existing rates for a further period, 
ending on March 31, 1992. 

On September 23, 1991, Wellandport applied to the Board for final 
approval of rates for the sale of gas. In its application, Wellandport re- 
quested final disposition of the original application and an order confirming 
the rates fixed by Board interim orders issued to date. As Wellandport was 
not applying for an increase in rates, it requested that the Board dispense 
with the determination of a rate base. The Board heard the application in 
Toronto on December 18, 1991. The Board found on December 31, 1991, 
that no changes to the existing interim rates being charged by Wellandport 
were needed. 

Wellandport is a private company based in Dunnville, Ontario, and is in 
the business of producing, transmitting, distributing, and selling natural gas 
to approximately 157 customers. As Wellandport distributes substantially 
less than 3 million cubic metres of gas annually, it is now exempt by 
regulation from the provisions of Section 19 of the Ontario Energy Board 
Act. 


Algoma Steel Corporation 


Special Rate Application - Centra EBRO 461 

On May 4, 1990, Algoma Steel Corporation applied to the Ontario Energy 
Board for a bypass competitive rate that Centra would charge Algoma for 
natural gas transportation and delivery services. Algoma requested a rate of 
$2.27 per thousand cubic metres for a period of five years effective June 1, 
1989. 

The Board combined the hearing of Algoma’s application with Centra’s 
main rates application for fiscal 1991 rates. The portion of the hearing 
dealing with Algoma’s application began on January 29, 1990, and lasted for 
two days. In its Decision, the Board found that Algoma was not at that time 
a credible bypass candidate. Credibility was dependent, among other 
criteria, on Algoma’s financial ability to construct its own pipeline, and its 
possession of, or the ability to obtain possession of, sufficient TCPL capacity 
to ship the required volume of gas. 

The Board also found that Algoma Steel Corporation may apply to 
reopen the hearing to present new evidence on its financial circumstances 
and its arrangements with TCPL at any time during 1991. 

On January 2, 1992, Algoma Steel Corporation filed an application to 
reopen the hearing. The applicant had not presented new evidence in 
support of its application to reopen the hearing by the close of the fiscal 
year. 
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Bill Tsotsos and David Matthews, 
two members of the technical staff, 
discuss a case. 


Tecumseh 


Main Rates Application - Fiscal 1991 EBRO 466 
On February 1, 1990, Tecumseh applied to the Board for a rate increase for 
its 1991 fiscal year ended March 31, 1991. 

In its Decision, issued May 23, 1991, the Board adjusted Tecumseh’s 
proposed rate base downward by $3.675 million and approved a 12.75 
percent rate of return on common equity on a 33.72 percent equity compo- 
nent. The net rate base adjustment reflected the historical cost of gas lost 
and unaccounted for at the end of the 1990 fiscal year, the cost of gas 
replaced in prior years, and the disallowance of the proposed amortization 
schedule. The Board ordered all the rate base adjustments to be made in the 
1991 fiscal year, and disallowed the recovery of these costs in rates. Regard- 
ing future expected gas losses, the Board approved the company’s proposal 
for an allowance for lost and unaccounted for gas of 0.912 percent of 
Tecumseh’s annual turnover volume, or $1.676 million. 


Centra 


Main Rates Application - Fiscal 1991 EBRO 467 

As reported in the 1990-1991 Annual Report, Centra applied to the Board 
on August 3, 1990, for an increase in rates for its 1991 fiscal year. The Board 
heard evidence in November and December 1990 and in January 1991. 

In its Decision dated May 22, 1991, the Board approved a rate base of 
$486 million for the fiscal year ended December 31, 1991, a 13.75 percent 
rate of return on common equity and an overall rate of return on rate base 
of 12.19 percent. In addition, the Board approved the gas cost consequences 
of the agreement between Centra and Western Gas Marketing Limited 
(WGML), which established prices for a three-year term of $2.10, $2.20, and 
$2.30 per gigajoule, respectively. However, the Board found that it could 
not at that time allow the proposed gas supply charge increases in the 
company’s rate schedules for the second and third years of the agreement. 
The Board also found that the proposed five-year period to phase in the 
elimination of the differential in rates between the Fort Frances area and the 
rest of the Centra system was appropriate. 


Summary of Financial Data 


Fiscal 1991 

Requested Allowed 

$ million 
Rate base ' 486 486 
Utility income 56 55 
Gross revenue deficiency 10 6 
Percentage 

Indicated rate of return Malis? 11.47 
Required rate of return 12.80 W219 
Common equity ratio 36.00 36.00 
Rate of return on common equity 15.00 13:75 
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Canadian Pacific Forest Products Limited 


Special Rate Application —- Centra  EBRO 471 

On September 21, 1990, Canadian Pacific Forest Products Limited, a cus- 
tomer of Centra, applied to the Board for approval of a bypass competitive 
rate for its pulp and paper mill in Dryden, Ontario. The hearing began on 
June 4, 1991. 

In its Decision, dated April 27, 1991, the Board enumerated the key 
principles for deciding such applications, and examined the merit of the 
request in the context of these principles. The Board viewed the approval of 
a bypass rate as a cost shift with an impact on the public interest that the 
Board must find is justified beyond the worthy but narrow concerns of an 
individual applicant. The Board denied the application since it did not find 
any compelling reasons to conclude that approving a bypass rate in this 
instance would be in the public interest. 


Consumers Gas 


Main Rates Application — Fiscal 1992 EBRO 473 

On June 29, 1991, Consumers Gas applied to the Board for a rate increase 
for its 1992 fiscal year based on a projected deficiency of $22.5 million: The 
projected deficiency was later amended to $32.6 million based on requests 
for a rate base of $1,844.7 million, a 14 percent return on common equity, 
and a 35 percent equity ratio. 

The hearing of evidence began on October 15, 1991, lasted for 18 days, 
and ended on November 7, 1991. In addition to other revenue requirement 
issues, the Board heard evidence relating to the renegotiated gas price of 
$1.91 per gigajoule for WGML supplies during the contract year commenc- 
ing November 1, 1991, and Consumers Gas’ plan for the improved use of 
information technology in its operations. In its Decision, dated February 14, 
1992, the Board approved a rate base of $1,842.4 million, a 13.125 percent 
return on common equity, an overall return on capital of 11.58 percent, and 
a total revenue deficiency of $7.8 million. On March 17, 1992, the Board 
issued an addendum to its Decision to reflect a change in the Consumers 
Gas income tax expense. The income tax adjustment increased Consumers 
Gas’ allowed revenue deficiency to $8.5 million. 


Summary of Financial Data 


Fiscal 1992 

Requested Allowed 

$ million 
Rate base 1,844.7 1,842.4 
Utility income 201.5 208.5 
Gross revenue deficiency 32.6 8.5 
Percentage 

Indicated rate of return TQ:92 11.34 
Required rate of return 11592 11.58 
Common equity ratio 35.00 35.00 
Rate of return on common equity 14.00 taZ5 
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Centra 


Main Rates Application — Fiscal 1992 EBRO 474 

On July 5, 1991, Centra submitted an application to the Board requesting an 
increase in its rates for the fiscal year beginning January 1, 1992, based on a 
revenue deficiency of $32.5 million. At the same time, Centra asked the 
Board to approve new rates, effective November 1, 1991, to reflect the gas 
cost consequences of the second and third years of the 1990 agreement with 
WGML, an agreement approved by the Board in EBRO 467. 

After the original filing, Centra negotiated a price of $1.98 per gigajoule 
for the second year of the WGML gas agreement, and amended its evidence 
to reflect the lower gas price and other changes to its capital structure and 
rate of return. The company’s updated revenue deficiency of $19.9 million 
was based on a return on common equity of 14.5 percent and an equity 
component of 38 percent, resulting in an overall rate of return of 12.38 
percent which was applied to a proposed rate base of $512.0 million. 

The hearing of evidence commenced on October 28, 1991, and ended 
after twenty hearing days on November 25, 1991. Fourteen intervenors 
made appearances during the proceedings in addition to Board staff. The 
town of Fort Frances argued that the proposed phase-in of rates was onerous 
given the current economic climate and that the differentiation between 
transmission and distribution facilities located in the town was inappropri- 
ate. Other parties questioned the gas price adjustment, the increase in the 
company’s common equity component, and the proposed disposition of 
the $2.8 million in the Algoma deferral account. 

The Board’s decision had not been issued by the close of the Board’s 1992 
fiscal year. ; 


Centra crews work on 
an extension of a new gas lateral 
from the TransCanada PipeLines 
in the Sudbury region. 
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Field compressors are used to inject 
natural gas into Union Gas Limited’s 
storage reservoirs 


Union 


Interim Rates Application - Fiscal 1993 EBRO 476-01 

Main Rates Application — Fiscal 1993 and 1994 EBRO 476 

Union’s application of September 5, 1991, contemplated one combined 
proceeding covering its 1993 and 1994 fiscal years for the purpose of setting 
just and reasonable rates for the sale, distribution, transmission, and storage 
of gas. The pre-filed evidence was confined to the 1993 fiscal year and 
provided for a 14.5 percent rate of return on common equity and a revenue 
deficiency of $12.9 million. Pending final disposition of the application, 
Union requested interim rates, approval of the weighted average cost of gas 
to be included in rates for the 1993 fiscal year effective April 1, 1992, disposi- 
tion of deferral account balances, and continuation of certain deferral 
accounts. 

ADR was introduced in this proceeding. Parties made use of the pre- 
hearing meetings to develop proposed issues lists as well as to “negotiate” 
proposed settlements on issues. ; 

Issues to be discussed were defined at the issues day convened on Novem- 
ber 28, 1991. The parties agreed that the rate of return on common equity 
would continue at the level of 13.5 percent as determined by the Board in 
EBRO 470, but would be adjusted if the Board made adjustments to the rate 
of return on common equity in the Consumers Gas decision (EBRO 473). 
No adjustment was required, and Union’s interim revenue deficiency was 
subsequently lowered to $4.2 million. 

On January 16, 1992, the parties met to attempt to reach agreement on 
the topics defined at the issues day. Agreement was reached on the capital 
budget/facilities projects, the throughput forecasts, the cost of debt, and the 
cost of gas, but no consensus could be reached on operating and mainte- 
nance expenses. No cost allocation or rate design issues were settled; how- 
ever, the parties agreed to defer a number of these issues to the main rates 
hearing proceeding for the 1994 test year. A formalized agreement was pre- 
sented for the consideration of the Board on the procedural day, January 21, 
1992. Union amended its pre-filed evidence to incorporate the implications 
of the agreement, which resulted in another reduction to the revenue 
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deficiency of $10.9 million and produced a revenue excess of $6.7 million. 
The evidence was further updated by Union to reflect its final proposal on 
operating and maintenance expenses. The final claimed revenue excess for 
the 1993 fiscal year was $8.9 million. 

The hearing began January 29, 1992, and continued for three days. Final 
argument and reply argument were completed on February 7, 1992. 

The Decision, issued March 10, 1992, provided for rates to become 
effective April 1, 1992, a reference price for gas supply of $101.817 per 
thousand cubic metres, and the elimination of all deferral account balances 
accumulated to March 31, 1992, with a one-time credit based on customers’ 
actual consumption during the 1992 fiscal year. 

The Board accepted the final updated evidence on the size of the $8.9 
million revenue excess and the proposed allocation to rate classes. However, 
the Board also found that an additional increase in the revenue excess of 
$2.5 million was required primarily because operating and maintenance 
expense levels were still too high despite Union’s updated evidence. The 
Board decided that the entire $2.5 million credit would be allocated to the 
residential and non-contract commercial and industrial consumers to 
eliminate the negative impact of $2.4 million caused by Union’s allocation 
methodology. 

The Board expects to hear the main rates application in early 1993. 


Summary of Financial Data 


Fiscal 1993 

Requested Allowed 

$ million 
Rate base 1,661.7 1,661.4 
Utility income 195.7 19741 
Gross revenue deficiency/(excess) (8.9) (11.4) 
Percentage 

Indicated rate of return 11.78 11.86 
Required rate of return 11.48 11.48 
Common equity ratio 29.00 29.00 
Rate of return on common equity 13.50 13.50 
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Workers in radiation protection suits 
in the reactor building at 
Ontario Hydro’s Pickering nuclear 

generating station unit #4 


ONTARIO HYDRO REFERENCE 


Bulk Power Rates Proposal - Fiscal 1992 HR 20 

On April 2, 1991, the Minister of Energy referred to the Board Ontario 
Hydro’s proposal to increase its bulk power rates by 8.9 percent, effective 
January 1, 1992. The proposal represented an increase in the revenue 
requirement of $845 million (for a total revenue requirement of $8.024 
billion). An amount of $189 million was forecast to be recovered through 
increased primary sales and the remaining $656 million through rate 
increases. The 8.9 percent rate increase was expected to generate a net 
income of $324 million, which is $170 million short of the statutory debt 
retirement level of $494 million. 

The proposed changes in the rates to be charged to the municipal utilities 
represented an average rate increase of 8.9 percent, and the average rate 
increase to direct industrial customers was forecast to be 8.8 percent. 

On July 5, 1991, Hydro filed its final updated evidence which identified a 
revenue requirement of $7,998 million and a drop in expected net income 
from $324 million to $210 million for fiscal 1992. At Hydro’s proposed 8.9 
percent rate increase, a $289 million withdrawal from the reserve for 
stabilization of rates and contingencies would be required to meet the 
updated statutory debt requirement of $499 million. 

The Board Report, issued on August 26, 1991, contained twenty-six 
recommendations, including a recommended rate increase of 10.5 percent 
based on a net revenue requirement of $8,117 million, including a net 
income of $324 million. The Board recommended that the Minister of 
Energy introduce changes to Section 20 of the Power Corporation Act to 
ensure that its pension provisions were consistent with the Pension Benefits 
Act, in particular with regard to the constraints on Hydro’s use of any 
surplus in its pension fund. 
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Some of the recommendations for Hydro included suggestions to inte- 
grate cost control measures into productivity programs and management 
pay-for-performance enhancement, to institute all possible cost-cutting 
measures to alleviate the impact of the Board’s recommended net income 
level, and to seriously consider a management audit. The Board also recom- 
mended that Hydro adhere to its commitment to raise its net income to 
target levels by the 1994 rate year. Further recommendations included 
suggestions for Hydro to develop a process to measure the effectiveness of 
the financial assistance program for non-utility generation, and to begin to 
develop energy substitution programs immediately to assure their speedy 
implementation once the enabling legislation is passed. The Board also 
recommended that Hydro review how its customer cost tests for energy 
management programs are used and consider a heavier weighting for load- 
saving benefits. 


GENERIC HEARING 


Gas Integrated Resource Planning (IRP) BO 169 

In its April 9, 1990, Decision in EBRO 462 (Union Gas Limited 1991 Test 
Year case), the Ontario Energy Board decided to call a generic hearing into 
least-cost utility planning. The Board commented that managing demand in 
the context of utility expansion in Ontario was a matter of interest to the 
Board. The Board was also of the view that least-cost planning should 
include environmental aspects, as well as natural gas vehicles (NGV) and 
attempts to minimize gas leakage. In the same Decision, the Board stated its 
intention to consult with the Ontario gas utilities and other interested 
parties about the form of the generic hearing. 

Following this Decision, a draft list of issues was developed in consulta- 
tion with the three major Ontario gas utilities. During this consultation, it 
was determined that the subject of the generic hearing should be renamed 
integrated resource planning (IRP). Integrated resource planning for natural 
gas utilities is a method of planning whereby the expected demand for 
natural gas services is met from the least costly mix of additional supply, 
energy conservation, energy-efficiency improvements, and load manage- 
ment techniques (i.e., the integration of supply-side resources and demand- 
side resources). Some of the specific objectives of the planning process are to 
continue to provide reliable service, equity among ratepayers, and a reason- 
able return on investment for the utility, while addressing environmental 
issues and achieving the lowest cost to the utility and the consumer. 

The Board also determined that it would initiate the investigation of IRP 
by producing a discussion paper based on the draft list of issues. The Board 
released a draft discussion paper on June 18, 1991, and invited brief written 
comments on it. The Board then issued a final discussion paper entitled 
“Report on Gas Integrated Resource Planning” dated September 13, 1991. Its 
purpose was twofold: 


* to identify and discuss the major issues which arise when considering 
whether or not to implement IRP; and 

e to identify and discuss the major issues which arise when determining 
how and to what extent to implement IRP. 
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Pipe is lowered into the trench 
during construction of 
Consumers Gas’ Mississauga 
southern link line. 


The Board invited interested parties to respond to the discussion paper in 
writing. Several intervenors, including the three natural gas utilities and 
various environmental and aboriginal groups, presented written submissions 
by February 28, 1992. 

The Board will hold technical conferences regarding demand issues 
during the summer of 1992 to clarify the parties’ positions and, if possible, to 
develop consensus positions among the parties to the proceeding. The results 
of these conferences will be presented to the Board prior to the oral hearing, 
which is expected to take place in the fall of 1992. 


FACILITIES APPLICATIONS 


Consumers Gas 


Town of Deep River EBLO 231, EBA S92 / EBC 194 

Township of Rolph, Buchanan, Wylie, and McKay EBA 591 / EBC 193 
Consumers Gas applied to the Board in 1989 for leave to construct a pipeline 
and related facilities to supply gas to the Town of Deep River and the Town- 
ship of Rolph, Buchanan, Wylie, and McKay. The company also applied for 
certificates of Public Convenience and Necessity and for approval of the 
terms and conditions of new franchise agreements, to allow it to serve the 
residents of both municipalities. 

The Board conducted a public hearing on the applications commencing 
April 26, 1990, and issued its Interim Decision with Reasons on June 18, 
1990. The Board did not render a final decision on the applications at that 
time because of concerns expressed about the economic feasibility of the 
project, but provided Consumers Gas the opportunity to reconvene the 
hearing to present new evidence on an appropriate means of financing the 
project. The Board found that, since the facilities would cost about $1.1 
million, an additional $400,000 was needed for the project to proceed. The 
Board established a deadline of December 31, 1990, for reconvening the 
hearing and rendering a final decision on the applications. In December 
1990, Consumers Gas requested an extension of the December 31, 1990, 
deadline to June 30, 1991. The Board reconvened the hearing on January We 


Diy, 


Approximately 60 kilometres of 
NPS 48 pipe was laid in the summer 
of 1991 as Union Gas continued 
the looping of its natural gas 
transmission lines from 
Milton to Dawn Township. 


1991, to hear submissions in support of the company’s request. In its 
Further Decision with Reasons dated January 23, 1991, the Board granted 
the extension. 

On May 6, 1991, Consumers Gas submitted a financial plan whereby the 
company would lend the new customers the required contribution in aid of 
construction. The loan was to be recovered by a monthly flat fee levied on 
customers as they connected to the system. Based on the company’s forecast 
of customers added, the loan would be repaid over a ten-year period. 

In its Decision dated June 28, 1991, the Board approved the company’s 
proposed arrangement and found that the project was economically feasi- 
ble. As well, the Board approved the terms and conditions outlined in the 


applications for certificates of Public Convenience and Necessity. The Board 


also approved applications for orders approving the terms and conditions of 
the gas franchise agreements outlined in by-laws passed by the councils of 
Deep River and the said township. However, the Board deferred the matter 
of the appropriate rate treatment of the loan to Consumers Gas’ subsequent 
rate application. 


Consumers Gas 


Mississauga Southern Link EBLO 238 

On November 30, 1990, Consumers Gas applied to the Board for leave to 
construct 23 kilometres of NPS 36 and 11 kilometres of NPS 24 pipelines 
through Milton, Mississauga, and Etobicoke. Security of supply and safety 
were the main issues in the case. The Board’s Decision of June 4, 1991, 
denied the application on the grounds that Consumers Gas failed to prove 
that the facilities were urgently needed. New evidence was filed and Con- 
sumers Gas submitted a revised application. The Board reopened the case 
and approved the pipeline on July 2, 1991. 
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GAS STORAGE AND DRILLING PERMIT APPLICATIONS 


Union 


Dow-Sarnia Block ‘A’ Pool  EBLO 239, EBO 172, EBRM 101 

On May 14, 1991, Union filed a series of applications seeking several 
approvals from the Board for the development and operation of the natural 
gas storage area known as the Dow-Sarnia block ‘A’ pool. Union also 
requested the Board’s authorization to construct two gas storage gathering 
pipelines, a transmission pipeline, and compression and measurement 
facilities in order to operate the storage pool. On June 4, 1991, the Board 
received a reference from the Minister of Natural Resources to review a 
concurrent application by Union, dated March 20, 1991, for a permit to drill 
wells within the Dow ‘A’ pool. 

The Board held a hearing on September 4, 5, and 6, 1991, in Sarnia, 
Ontario. Union stated that the additional wells were required for the 
efficient operation of the Dow ‘A’ pool as a natural gas storage reservoir. 
The Board recommended that the Minister of Natural Resources grant the 
permits to Union to drill wells in the Dow ‘A’ pool, subject to Union’s 
compliance with conditions of approval to limit negative environmental 
effects of the drilling and construction of the wells. The Board also granted 
the company permission to construct facilities necessary for the effective 
operation of the gas storage pool. 


NEW FRANCHISE AND CERTIFICATE 


Consumers Gas 


Village of Lakefield EBA 595 / EBC 195 

The Board approved the terms and conditions of a franchise agreement 
between Consumers Gas and the Village of Lakefield in its Decision of 
October 7, 1991. In granting the certificate, however, the Board noted that 
the prudence of expanding service to Lakefield depended on whether the 
customer forecasts in the early years of the project were reasonable. It 
directed Consumers Gas to file the forecast and actual costs and revenues in 
its rates case following a year of operation. The Board also limited the term 
of the certificate to twenty-four months if Consumers Gas failed to con- 
struct the facilities to service the community. 


OTHER REPORTS 


Consumers Gas 


Acquisition of Imperial Oil Limited’s Holdings in Tecumseh and 
Other Related Assets EBO 171, EBRLG 35-05 

On December 28, 1990, Consumers Gas agreed to purchase from Imperial 
Oil its shares of Tecumseh, along with certain other assets (leases to natural 
gas and petroleum resources, and storage leases) that are not regulated by 
this Board. On February 7, 1991, Consumers Gas filed an application with 
the Board for permission from the Lieutenant Governor in Council to 
acquire the shares, and permission from the Board to purchase the non- 
utility assets. The Board heard the application on September 17 and 19, 
19977 
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On December 10, 1991, the Board issued its Report, recommending that 
the Lieutenant Governor in Council approve the share purchase, since this 
transaction would not have a negative effect on the public interest. The 
Board also stated that Consumers Gas would be permitted to acquire the 
non-utility assets of Imperial Oil, subject to the Lieutenant Governor in 
Council’s approval of the share purchase. The Board found that the public 
interest would benefit from the development of additional storage sites in 
southwestern Ontario, and that Consumers Gas’ financial position would 
not be adversely affected by the purchase. 


COST AWARDS 


The Intervenor Funding Project Act empowers the Board to award funding 
to intervenors in advance of the proceedings. The Act enables parties to 
intervene who would otherwise be unable financially to participate in the 
proceedings, provided they meet defined criteria. Prior to this Act the Board 
only had jurisdiction to award costs at the conclusion of the proceedings. 

Persons who indicate in their answers to the Board’s notices of applica- 
tion that they require intervenor funding are sent an information package 
which includes a formal application for funding. When such applications 
are completed and returned to the Board, the Board issues notices ofa 
funding hearing. The funding hearing is conducted by a one-person panel 
(Board member) other than the panel members who are to conduct the 
actual hearing. 


Intervenor Funding Activities, April 1, 1991, to March 31, 1992 


Case File Proponent Number of Amounts Amounts 
Type Number Applicant(s) Applications Requested Awarded 


Natural Gas Rates Applications 
EBRO 473 Consumers Gas Z $172,517 $101,220 
EBRO 474 Centra 5) $263,241 $117,590 


Rate Reference from the Minister of Energy 
HR 20 Ontario Hydro 3 $149,194 $64,838 


Generic Hearing on Gas Integrated Resource Planning 


EBO 169 Consumers Gas_ } 
Union } 10 $575,875 $308,768 
Centra } 


Pipeline Construction and Expropriations 


EBLO 239 Union 1 $9,100 $0 
EBLO 241 Consumers Gas 1 $73,867 $37,215 
TOTAL 20 $1,243,794 $629,631 
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During the 1992 fiscal year, there were six cases in which there were 
applications for intervenor funding. In the six cases there were twenty 
applications for intervenor funding; no applications for supplementary 
funding were entertained by the Board during the period April 1, 1991, to 
March 31, 1992. Of the twenty applications for funding, thirteen were 
successful — a rate of 65 percent. The total moneys awarded to these thirteen 
intervenors was approximately $629,600, compared with total amounts 
requested of $1,243,800. 

The amounts requested both for successful and unsuccessful applicants 
ranged from $3,000 to $155,500, with the average request being $62,200. 
The amounts awarded were substantially less and ranged from $15,600 to 
$83,200. The average award for successful applicants was $43,400. 

Section 28 of the Ontario Energy Board Act empowers the Board, at its 
discretion, to fix or tax the costs of, and costs incidental to, any proceeding 
before it. In June 1985 (EBO 116), the Board set out the conditions upon 
which costs will generally be awarded. Cost awards represent reimburse- 
ment of the intervenors’ reasonably incurred costs in respect of their 
participation in the hearings, are made after review by the Board’s assess- 
ment officer, and account for any intervenor funding awarded at the outset 
of proceedings, where applicable. 

During the 1992 fiscal year, the Board issued seventeen intervenor cost 
orders involving nine cases arising from its jurisdiction to award costs to 
intervenors at the conclusion of the proceedings. The amounts awarded in 
the 1992 fiscal year under this activity totalled $202,970. Several cost award 
applications were under various stages of review and remained outstanding 
at the conclusion of the 1992 fiscal year. 
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GLOSSARY OF TERMS AND ACRONYMS 


Alternative Dispute Resolution (ADR) Negotiation of proposed 
settlements on. issues. 


Argument The final step in a hearing, during which participants summa- 
rize their positions on various matters of concern based on the evidence 
adduced. 


Bcf One billion cubic feet, a measure of gas equivalent to 28.328 million 
cubic metres. 


Board Order A legal document directing the implementation of a Board 
Decision. An Order is binding on the indicated parties. 


Board Recommendation Usually contained in a Board report to a 
minister or to the Lieutenant Governor in Council, on Ontario Hydro or 
some other energy-related matter. Board recommendations are not binding 
except in matters set out under Section 23 of the Ontario Energy Board Act. 


Bulk Power Rates Wholesale electricity rates to municipalities and 
certain industrial customers of Ontario Hydro having an average annual 
power demand of 5,000 kilowatts or more. 


Bypass The total avoidance of the local distribution company’s system for 
the transportation of gas. 


Designated Gas Storage Area A land area containing geological forma- 
tions into which the Board may authorize a person to inject, store, and 
remove gas. Injection of gas for storage into any geological formation 
cutside a designated storage area is prohibited under Section 20 of the 
Ontario Energy Board Act. 


Direct Sales Purchases of natural gas supply negotiated between producers 
and end-users, directly or through brokers or marketers, at prices excluding 
transportation; pipeline transportation arrangements must be negotiated 
separately with TCPL and the local distribution utility. 


Gigajoule (GJ) A measure of energy content in fuel. A typical residential 
consumer of gas might use about 130 gigajoules per year for household 
heating (one GJ of thermal energy equals approximately 0.95 million cubic 
feet of natural gas). 


GWh Gigawatt hour 


Interrogatories Written requests for the supply of additional informa- 
tion, or clarification of information already received. 


Intervention Notice of intent to participate in hearings, stating the 
interest in the proceeding. The person or group is called an intervenor. 


IRP Integrated resource planning 


NGV Natural gas vehicles 
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Non-Utility Generation (NUG) Generation of electricity by a privately 
owned company. 


NPS Nominal pipe size; for example, NPS 24 refers to a pipe with an 
approximate exterior diameter of 610 mm or 24 inches. 


Ontario Pipeline Coordination Committee (OPCC) An 
interministerial committee, chaired by a member of the OEB staff, and 
including designates from those ministries of the Ontario government 
which collectively have a responsibility to ensure that pipeline construction 
and operation have minimum undesirable impact on the environment. The 
environment, perceived in a broad sense, covers agriculture, parklands, 
forests, wildlife, water resources, social and cultural resources, public safety, 
and landowner rights. 


Rate Base The amount that a utility has invested in assets that are used or 
are useful in providing service, minus accumulated depreciation, plus an 
allowance for working capital and any other items which the Board may 
determine. Rate base may also be net of accumulated deferred income taxes. 


Rate of Return on Common Equity Utility income, after tax, expressed 
as a percentage of the amount of common equity approved for inclusion in 
the utility’s capital structure. 


Rate of Return on Rate Base Utility income, after tax, that a utility is 
allowed to earn expressed as a percentage of the rate base. Note that this 
return is not guaranteed to the utility. Rather, this is the return that the 
company has a reasonable opportunity to earn given forecast conditions. 


Revenue Requirement The allowed expenses of the utility are added to 
the allowed return on rate base to obtain the amount of revenue the utility 
must recover through rates to cover its costs of providing service. 


Spacing Unit A prescribed area (generally 50 acres) established by regula- 
tion for the purpose of drilling a well for the production of oil and gas. 


TCPL TransCanada PipeLines Limited 


Test Year A prospective period of twelve consecutive months (usually the 
company’s next full fiscal year) for which projections of revenues, costs, 
expenses, and rate base are examined by the Board in order to set rates 
which will allow the utility the opportunity to earn a reasonable rate of 
return. 


Throughput Gas sales, direct purchase and transportation volumes, and, 
where applicable, storage volumes. 
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